| 2007 S.H. No. 285667

IN THE SUPREME TQFN e
el
IN THE MATTER OF: The Companies’ G@@F‘Mgmem Aét, RS.C.
1985, c. C-36 as am U
- and - et o \
IN THE MATTER OF: A Plaa ofComprgmise' Sgesiient of the Applicant,
Gypsum Compan;
AFFIDAVIT

I, Michael R. Simpson, of Dallas, in the State of Texés, make oath and say as follows that:

Initial Order

3. The terms of the Initial Order provided that Paul G. Goodman of BDO Dunwoody
Goodman Rosen Inc. be appointed monitor of the Company (the “Monitor”).

4, The terms oftheIniﬁalOrderalsoprovidedaniniﬁal stay period to expire on October 18,
2007.

Purpose of this Application
5. This affidavit is provided in suapport of an application for an Order-

(@  extending the Stay Termination Date gs provided in paragraph 3 of the Initial
Order from October 18, 2007 to November 29, 2007;

()  extending the date for the filing of the Plan (as defined in the Initial Order) as
provided in paragraph 23 of the Initial Order to November 29, 2007 or such later
date as may be fixed by this Honourable Court; and
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(©)  extending the date for the filing of materials necessary to summon and convene
meetings between the Company and its classes of creditors under the Plan to
consider and approve the Plan as provided in paragraph 24 of the Initial Order.

Cooperation with the Monitor

7. As requested by the significant secured creditors of the Company, it is my understanding
that copies of the cash flow statements have been forwarded to them by the Monitor.

8. The Company is working closely with the Monitor to ensure that the appropriate
mechanisms are in place for the Monitor to ensure compliance with the Initial Order.

Progress of the Company

9. Since the date of the Initial Order, the Company has been active in addressing some of
the operating issues set out in the affidavit fled with this Honourable Court by Rhyne Simpson,
Jr. In particular, the Company has hired two experienced salesmen with established books of
business in the Canadian market. In addition, the Company continues to pursue potential sales
opportunities in other markets. Both of these avenues present significant opportunities for the
Company to increase its sales.

10.  The Cash Flow Statements indicate that the Company is successfully managing its cash
flows. The statement dated October 12, 2007 reports a positive cumulative net cash flow of
$172,530.40 with outstanding accounts payable in the amount of $27,522.43. The Company
reoognizesadecreaseinsaleshmexpectedlevelswitharemﬂﬁngdem'easeinthe amount of
accounts receivable. However, these results are consistent with the difficulties experienced by
the Company as noted in Rhyne Simpson, Jr’s affidavit and described in para. 9 do not yet reflect
the significant efforts of the Company’s mew salesmen who only started to work for the
Company on October 1, 2007. Since that time, the Company has received orders from sources
which previously had not been available to the Company. It is anticipated that these efforts in
the Canadian market will be reflected in future cash flow statements. To date, none of the

11, The Company has also been seeking additional financing to allow the Company to
- continue to operate beyond the Stay Termination Date st out in the Initial Order. Several
potential lenders have been considered and approaches have been made to some of these lenders.

12, The Company has recently received a term sheet from Century Services Inc. (“Century”),
who the Company understands is an established provider of debtor-in-possession financing. The
proposed term sheet contemplates funding in the amount of $1,500,000 which would, subject to
the approval of this Honourable Court, enable the Company to:
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(8)  provide debtor-in-possession financing to the Company in the amount of up to
$1,000,000 which would be sufficient, in my opinion, to service the cash flow

®)  provide for the retirement of the operating line provided by Royal Bank of
Canada.

possession financing to the Company.

14. The term sheet provided by Century is currently in the process of being reviewed by the
Company. The Company expects to conclude its negotiations with Century within the next
seventotendaysandexpe@toretmntothisHonombleComttoseekﬁeappmval of any
proposed arrangements with Century shortly after that.

Requirement for an Extension

16.  As part of the development of the Plan, the Company has recently arranged for an
appraisal of the assets of the Company by Universal Worldwide LLC. The appraisal is being

17. An extension of the Stay Termination Date would allow the Company to accomplish the
following:

(8  continue with its recent efforts to improve sales, which are expected to yield
positive results;

(b)  provide for additional debtor-in-possession financing to service the Company’s
cashﬂowneedsintheshonandmedimntermunﬁlthePlanispmsentedtothe
Company’s stakeholders;

(©  complete the appraisal of the assets of the Company;

(d)  complete cash flow forecasts and income statement and balance sheet projections
for the 2008, 2009 and 2010 years; and '

() finalize the elements of the Plan.
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18.  I'believe that if the Stay Termination Date is not extended, some of the creditors of the
Company will commence proceedings against the Company in relation to the enforcement of
their security. Such proceedings would be highly prejudicial to the interests of the Company and
would significantly impair the Company’s ability to complete a successful restructuring,

SWORN TO at Halifax, in the County of
Nova Scotia, this 15 day of October,

2007, before me:
Barrister of th Court of MICHAEL R. SIMPSON

Nova Scotia
LYDIA S. BUGDEN
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2007 No. SH 285667
This is Exhibit “A” referred to in
the Affidavit of Michael R. Simpson
sworn before me this

15"  day of October, 2007

ABmﬁsteroftheﬁCourt

of Nova Scotia
LYDIA S. BUGDEN
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FEDERAL GYPSUM COMPANY
VARIANCE ANALYSIS

SEPTEMBER 23, 2007 Wook of:
SHT72007
Projected Actual Varlanoe
Cash Recipts
AR Recelpls 198,000.00  144,281.58  (53718.41)
Expensos
Freight 12,641.31 7,446.50 5,194.81
Leases 3,000.00 3,000.00
Direct Costs
Salaries/Weges 55,200.00 55,200.00
Emplayee Benefiia -
Raw Materials
Paper 11,000.00 11,000.00
Gypsum 12,000.00 12,000.00
‘Others 5,063.55 8,063.55
Utiktles
Naturs! Gas 10,000.00 10,000.00
Electricity 10,000.00 10,000.00
Watar -
Contractad Services 1,600.00 1,600.00
nsurance - Property/Casualty 1241213 1241213
Manufaciuring Supplies 2,000.00 399.00 1,801.00
Repalr Supplies 4,000.00 _ 4,000.00
Total Direct Costs 124,276.68 389,00 123,876.68
Seliing Expenses
Salaries/Wages 5,000.00 (5,000.00)
Travel -

Period to Date:
9/17/2007

Projectsd Actual _ Varance
196,000.00  144,281.59 _ (53,718.41)
1284131 744850 510481
3,000.00 3,000.00
57,600.00 57,600.00
11,000.00 11,000.00
12,000.00 12,000.00
8,005.33 9,005.33
15,000.00 15,000.00
15,000.00 15,000.00
1,600.00 1,800.00
12,412.13 1241213
2,000.00 398.00  1,601.00
4,000.00 4,000.00
136,707.46 300.00  139,306.48

5,000.00 (5,000.00)




Mseals & Entertainment

Telephone - -
Total Seling Expenses - 500000  {5,000.00) - 500000  (5.000.00)

General & Administrative Expenses
Profassional Fees
Lagal 50,000.00 50,000.00 £0,000.00 £0,000.00
Consulting 25,000.00 25,000.00 25,000.00 25,000.00
Contracted Services - -
Travel
Vehicie
Masals & Enteriainment
Insurance - Ascelvables
Pstga/XpraaMali
Office Supplies
Telophone
Bank Charges
Janitorial Exp - -
DIP Fees and interest 4,600.00 4,000.00 4,000.00 4,000.00
HST - -
Occupancy Taxes
Property Taxes - -
Total General & Admin Expenses 79,000.00 - 79,000.00 79,000.00 - 79,000.00

Total Seling, General & Admin Expenses 78,000.00 5,000.00 74,000.00 79,000.00 £,000.00 74,000.00

Tolal Cash Outfiow 218,916.89 1284550 206,071.49 234,348.77 12,845.50 221,503.27

- NET CASH FLOW (20,016.98) 131,436.08 152,353.08 (36,348.77) 13143609 167,784.86




DIP FINANCING

REVENUE 105,819.28 86,338.78  (19,480.48) 105,619.26 86,338.78  {19,480.48)




2007 No. SH 285667

This is Exhibit “B” referred to in
the Affidavit of Michael R. Simpson.
sworn before me this

15%  day of October, 2007

of Nova Scotia
LYDIA S. BUGDEN
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FEDERAL GYPSUM COMPANY

VARIANCE ANALYES
SEPTEMEBER 28, 2007 Wk of: Pariod 60 Dals:
Canh Asolpls
AR Faceizis
Expanass
Freight 12:841.51 L5 {20,042.00) 20 82 40,8008  {14,84747)
Loummy - [ {e8a11) 8,000.00 T FE 1)
Diraot Comts.
Balaties\Wnges - BEE00.00 B5,200.00
Empicyes Benadtts - - N
P Mintoriaky
FPapar - 11,000.00 11,000.00
Qypauss 1200000 T.EO0.00 A, 500 .00 750000 14,500.00
Ottvre 200055 9.557.00 {BATLIE) 1212710 [-F- -84 2,18820
Nahwal Gan 10,000.00 8,087.73 198227 20,0000 L1 ) 1198227
mﬂk 10,000.00 24,000.00  (14,000.00) 20,0000 24,000.00 {4,000.00)
Coniracted Bervicss 1.800.00 3182.00 {1,562.00) 31000 B00
naurance - PropartsCasvalty - 1241298 12401293
Marniacioning Buppiies 2,000.00 2,000.00 4,000.00 29000 001,00
Total Direct Cosle ﬁ 583554 (10,722.00) T18,T84.50
Seiling Exprira
SularfesWagwe - . . B00000  {8,000.00)
Trewd 1,500.00 1,000.00 1,000.00 - 1,000.00
Vahlols 1,000.00 1,000.00 1,000,00 1,000.00
Wigmiin & Entariainment 1,500.00 1,50000 1, 500,00 1,500.00
Telaphone 350.00 000
Total Suling Expanses 8,000.00 - 3880.00 AMEDN0 00000 {1,760.00)
Ganeral & Adminisntve Expenses
Professions] Fess
Lagml 16,000.00 BG000.0C  {4,000.00) &0,000.00 80,000,060 10,000.00
Aotounting - - -
Conmiting 200000  {25,000.00) /00000 2600000 -
Coniractad Earvices 2.500.00 2,500.00 250000 2,500.00
Traead 750000 &aaH 4510 7.500.00 Ll BE1029
Vahiaa 500.00 500.00 500.00 50000
Iucais: & Entyrisinment 500,00 S00.00 500,00 500.00
e - Recaivables 5,000.00 B5,000.00 5,000.00 5,000.00
Paga/Xpomiian 00.00 200.00 200.00 200.00
Offios Suppliien 50000 0000 50000 50000
Tolupheors 4,000.00 H,000.00 4,000,00 AL00.00
Bank Charges. 3,750.00 145.08 B004 92 000 14400 004,80
Jundioris] Exp 1.500.00 1,500.00 1.500.00 1,500.00
TP Fatt are] Yrimvnst a8 4827 44837 0857
HET 1042019 £.280.93 1,044.58 10428579 9,560.09 1,044,568
Cuoupancy Tams . - -
Propany T - - .
Tota) Ganeral & Admin Expemms 45407.00 BSZ1ATZ  (38,701.08) 1842708 as21ar2
Total Seling, Genanal & Admin: Expermen 2708 BEAr2  (34541.08) 12877708 021472 20,058 24
Tokw Cash Outfiow WAMTRE 17496188  (80,300.79) RXTANLZ 18278710 1T
NET CASH FLOW H00.681.0% (14407 (ST831.14) {12040882) (4T7808 11472154
ACCOUNTS PAYABLE {0,080 1) (84,000,506}
P MMANCING 106, 524.81 196,620.51
CASH SALANCE 00,012.04
REVENUE 106551920 11150754 577800 N5005 19709012 (13702471)




2007 No. SH 285667

This is Exhibit “C™ referred to in
the Affidavit of Michael R. Simpson

swomn before me this
15" day of October, 2007

A Barrister of the e Court

of Nova Scotia
LYDIA S. BUGDEN
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FEDERAL GYPSUM COMPANY
VARIANCE ANALYSIS
OCTOBER 5, 2007

Week of:
101172007

. | i . S

Projectad Actual  Varianes

247,500.00 308,443.30 58,943.30

26,071.97 12,089.50 13,082.47

12,000.00 10,597.49 1,402.51

57,600.00 116,661.16 (59,081.16)
5,500.00 6,318.14 (816.14)

12,000,00 12,000.00 -
9,085.33 2,500.00 6,505.23

15,000.00 9,973.43 5,028.57
15,000.00 12,000.00 3,000.00
4,000.00 4,000.00

2,000.00 862.22 1,137.78
4,000.00 15479.41
12418533 17579436 (51 ,500.03)

14,630.58  (14,630.58)
3,191.38 (3,191.38)

Period to Date:
10/172007

e i e

Projected Actual Variance

__ 44550000 47846345 3306343

51,354.59 52,219.5% (865.00)
15,000.00 11,261.20 3,738.80
112,800.00  116,661.16 (2,861.16)

5,500.00 6,318.14 {818.14)
11,000.00 - 11,000.00
36,000.00 19,500.00 16,600.00
2122243 12,457.90 8,784.53

$5,000.00 18,011.18 16.086.84
36,000.00 56,000.00 {1,000.00)

4,000.00 - 4,000.00
3,200.00 3,182.00 8.00
12,412.13 - 1241213
6,000.00 1,281.22 4,738.78

12,000.00 15,479.41
204,124.56  232,579.00 61,555.56

- 19,630,568  (19,630.58)
1,000.00 3,191.38 (2,191.38)
1,000.00 - 1,000.00




Mealg & Entsrtainment - 1:500,00 - 1,600.00

Telephone - 850.00 - 350.00
Total Seling Expanses - 1782198 (17,821.96) 385000 2282196  (18,971.96)
General & Administrative Expenses

Professional Feea

Legal 10,000.00 5,147.36 4,852.84 7000000  55147.368 1485284
Accounting 5,000,00 5,000.00 5,000.00 - 5,000.00
Consuling 10.000.00  14,051.18  (4,051.18) 3500000 3905118  (4,051.18)

Contracted Services 49,023.04  (49,023.04) 250000  49,023.04  (46,523.04)

Travel 232124  (2321.29) 7,500.00 3,010.95 4,489.05

Vehicle 112648  (1,126.48) 500.00 112648 .  (626.48)

Moals & Entertainment - 500.00 - 500.00

Insurance - Receivables - £,000.00 - 5,000.00

Pstge/XprasMall 302,50 (302.50) 200,00 302.50 (102.50)

Office Suppliee 959.96 (959.96) 500,00 950.06 {459.96)

Tslephone 977.48 (877.48) 4,000.00 07748 3,022.52

Bank Charges 648.50 {648.59) 3,750.00 799.67 2.958.33

Janitoral Exp - 1,500.00 - 1,500.00

DIP Fees and Interost 298.94 268.84 4347.11 - 4,347.11

HST - 10,428,789 9,383.93 1,044.88

Occupancy Taxes - - - -

Property Taxes - - - -
Total General & Admin Expenses 25298.84  74557.83  (49,256.89) 150.7259t  180,776.55  (5,050.64)
Total Sslling, General & Admin Expenses 25,208.84 9237979  (67.080.95) 18457591 182,508.51  (28,022.60)

Tota! Cash Oultflow 187,565.14  290,881.14  (103,295.00) 515065.06 47865830  38,406.76

. NET CASH FLOW 59,932.86 15668218  (44,351.70) (68,565.06) 805.18 70,370.24




ACCOUNTS PAYABLE (20,767.52)
DIP FINANCING 198,826.51 196,826.51

CASH BALANCE 178,884.17

REVENUE 165,533.90 84,402.03  (B1,131.87) 87717242  282,938.15 (94,834.27)
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This is Exhibit “D” referred to in
the Affidavit of Michael R. Simpson
swomn before me this

15®  day of October, 2007

of Nova Scotia

LYDIA S. BUGDEN




FEDERAL GYPSUM COMPANY

VARIANCE ANALYSIS
OCTOBER 12, 2007 Week of: Pariot to Date:
- 10/8/2007 10V8/2007
Projected Actual Yarlanca Projected Actual Yarfance
A/R Receipts - 13,220.73 13,220.73 445.500.00  492,684.21 47,184.21
Expanpes
Froight 22,071.97 12,114.33 9,857.64 73,426.56 84,333.92 9,002.64
Leases - 962.88 {962.89) 15,000.00 12,224.00 2,776.91
Direct Costs
Salaries/Wages 12,000.00 12,000.00 124,800.00 116,681.16 8,136.84
Employee Benefits - - 5,500.00 8,318.14 {818.14)
Fliaw Materlals
Paper 11,000.00 11,000.00 22,000.00 - 22,000.00
Gypoum 12,000.00 12,000.00 48,000.00 19,500.00 28,500.00
Cthers 9,085.33 8,086.33 20,317.76 12,437.90 17,879.86
Litiities
Nafural Gas 15,000.00 10,000.00 5,000.00 50,000.00 28,011.18 21,908.84
Electriclty 15,000.00 12,000.00 3,000.00 £0,000.00 48,000.00 2,000.00
Water - 4,000.00 - 4,000.00
Contracted Setvices 1,600.00 1,800.00 4,800.00 3,192.00 1,6808.00
Insurance - Properiy/Casualty - 1241213 - 1241213
Manufacturing Supplies 2,000.00 2,000.00 8,000.00 1,261.22 6,730.78
Repair Supplies 4,000.00 _250.78 3.749.21 16,000.00 19,448.21 (3.448.21)
Total Diect Costs . 81,695.33 22,250.79 §59,444.54 375,829.89 254.820.78  121,000.10
Selfing Expenses
Salaries/Wages 15,000.0¢ 15,000.00 15,000.00 19,630.58 (4,630.58)
Travel - 1,000.00 3,191.38 {2,191.38)

Vehicle - 1,000.00 - 1,000.00




Meals & Entertainment . 1,500.00 - 1,50000

Telephone - 350.00 - 350.00_
Total Sefling Expenses 15,000.00 - 15,000.00 18,850.00 22,821.96 {3,971.96)
General & Adminlsirative Expenses

Professional Fees

Legal 10,000.00 10,000.00 £0,000.00 55,147.36 24,852,684
Accounting - 5,000.00 - 5,000.00
Consutting 4,164.42 (4,164.42) 35,000.00 43,215.80 {8,215.60)

Condracted Services 486.21 {488.21) 2,500.00 4950825  (47,008.25)

Travel - 7,500.00 3,010.85 4,485.05

~ Vehide - 500.00 1,128.48 (626.48)

Meals & Entartainmant - 500.00 - 500.00

Insurance - Racetvables - 5,000.00 - 5,000.0¢

Potge/XprasMall - 200.00 302.50 {102.50)

Office Supplies - 500.00 969.96 (459.98)

Telephone - 4,000.00 877.48 3,022.52

Bank Charges 0.76 (9.76) 3,750.00 803.43 2,946.57

Janitorial Exp - 1,500.00 - 1,500.00

DIP Feses and Interest 160.53 180.53 4,507.85 - 4,507.85

HST “ 10,428.79 9,983.03 1,044.86

Occupancy Taxes - " - -

Proparty Taxes - - - -
Total Gieneral & Admin Expenses 10,160.53 4,680.39 5.500.14 160,8868.44 164,436.94 {3,550.50)
Total Selfng, General & Admin Expenses 25,160.53 4,660.29 20,500.14 179,738.44  187,258.90 {7.522.46)

Total Cash Quifiow 128,927.83 39,988.40 98,939.43 643,992.89 518,646.70  125,346.19

. NETCASHFLOW (128,927.83) (26,767.67) 102,160.16 (108,492.80) (25,96249) 172,530.40




ACCOUNTS PAYABLE (27,622.43)

DIP FINANCING 188,826.61 198,826 51

CASH BALANCE 145,341.69

REVENUE 166,033.00 10768649  (58,247.41) 54320822 39002484 {153,161.68)
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5.H. No. 28566

INTHE MATTER OF;

The Companies’ Creditors Arrangement Act, R.S.C. 1985, c. C-36 as amended

-and -

IN THE MATTER OF:

A Plan of Compromise or Arrangement of the Applicant, Federal Gypsum
Company

%

AFFIDAVIT
%

STEWART McKELVEY
1959 Upper Water Street
Purdy's Wharf Tower One

" P.O.Box 997
Halifax, Nova Scotis
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